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Social Security and the Federal Budget: 

What Does Social Security’s Being “Off Budget” Mean? 

Summary 

As a result of a series of laws enacted in 1983, 1985 and 1990, Social Security 
is considered to be “off budget” for federal budget purposes. While the meaning of 
this might seem obvious — that Social Security is not to be considered as part of the 
federal budget — many people are confused by the continued use of aggregate budget 
figures that include Social Security’s receipts and expenditures. 

Budget policymakers often talk about these aggregates, or what is commonly 
referred to as the unified budget, because they summarize the government’s overall 
impact on the economy — particularly the extent to which it is borrowing money from 
the financial markets or paying off debt it has incurred in the past. Social Security 
may be viewed as “different,” but it is still part of the government and helps to form 
this overall impact. Its taxes like all other federal funds flow into the U.S. Treasury 
and its benefit payments flow out of the U.S. Treasury. The Treasury Department 
issues federal securities to the Social Security trust funds to reflect receipt of these 
taxes, and redeems securities from the trust funds to reflect Social Security 
expenditures, but the money itself flows to and from the Treasury. 

While unified budget figures are often at the center of budget debates, “taking 
Social Security off budget” has changed the way the budget is formally presented. 
Annual congressional budget resolutions, for instance, do not show unified totals. 
They show Social Security’s income and outgo separately. In addition, while budget 
projections prepared by the Congressional Budget Office and the Office of 
Management and Budget display unified totals, they also show so-called “on-budget” 
totals, which exclude Social Security and the postal service, and “off budget” totals, 
which count only the operations of Social Security and the postal service. 

Perhaps as significant, but less understood, is how taking Social Security “off 
budget” has changed the way budget measures and Social Security legislation are 
handled in Congress. A provision enacted in 1985, for instance, permits Members to 
object to (or raise a “point of order” against) bills designed to achieve budget goals 
— so-called reconciliation bills — if they contain Social Security measures. In the 
House, a simple majority can override such an objection, but in the Senate it takes 
approval by three- fifths of its Members. In addition, Social Security is largely exempt 
from budget rules enacted in 1990 designed to discourage future tax reductions or 
spending increases that would impact the budget adversely. Key elements of these 
rules include setting specific dollar limits on discretionary spending (i.e., on programs 
requiring annual appropriations) and creation of a “pay-as-you-go” rule for direct 
spending (i.e., entitlement programs) and revenues requiring that any spending 
increases or revenue reductions not provided for under budget resolutions be offset 
by other changes. If the discretionary spending limits or the “pay-as-you-go” rule are 
violated, the President may be required to cut spending. With the exception of 
administrative expenses, Social Security is exempt from such cuts. Congress also 
adopted new rules designed to discourage bills that would erode the balances of the 
Social Security trust funds. 
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Introduction 

Social Security and other federal programs that operate through trust funds were 
counted officially in the federal budget beginning in FY 1969. Their inclusion in the 
budget, instituted by President Johnson, followed a recommendation by an expert 
panel that all the financial operations of the government be consolidated into a single 
budget. 1 It was implemented administratively under broad authority granted to the 
President by the Budget and Accounting Act of 1921 to devise the form in which the 
federal budget was to be presented. In 1974, with passage of the Congressional 
Budget and Impoundment Control Act (P.L. 93-344), Congress adopted a process 
of its own for developing budget goals through passage of annual budget resolutions. 
Up to that point, spending and revenue measures were adopted piecemeal through 
appropriations laws and periodic entitlement and tax legislation. Like the budgets 
then prepared by the President, the budget resolutions required under the new 
congressional procedures were to reflect a “unified budget” approach that included 
trust fund programs such as Social Security in the budget totals. 

Beginning in the 1 970s, financial problems plaguing Social Security and concern 
over the program’s growing costs gave impetus to measures to curtail benefits. 
Social Security cutbacks were included in the Omnibus Budget Reconciliation Acts 
of 1980 and 1981 and the Social Security Amendments of 1983. However, despite 
passage of these measures, resolution of the program’s financial problems, and the 
buildup of surpluses in the Social Security trust funds, interest in curbing Social 
Security expenditures continued because of the large federal budget deficits that arose 
in the 1980s. 

This routine consideration of Social Security constraints raised concerns that the 
public’s confidence in the program was being eroded and gave impetus to proposals 
to remove Social Security from the budget. The result was that although the program 
continued to be counted in the budget throughout the decade, measures were enacted 
in 1 983, 1 985, and 1 987 explicitly stating that it was not to be included in the budget, 
making it a separate part of congressional budget resolutions, and imposing potential 
procedural hurdles for budgetary bills containing Social Security changes. 



1 Report of the President’s Commission on Budget Concepts. Washington, GPO, October 
1967. 
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Then, in 1990, reacting to criticism that surplus Social Security taxes were 
masking the size of budget deficits, Congress enacted further measures to separate 
Social Security from formulation of the budget and from procedures designed to 
discourage tax reductions or spending increases that would increase the size of the 
deficits. This was done as part of changes to the budget process included in a $500 
billion deficit-reduction package enacted at the end of the 101 st Congress. In addition, 
in recognition that removing Social Security from budget would also take away 
implicit fiscal constraints that protected the Social Security trust funds, Congress 
adopted new procedural hurdles for bills that would erode the trust fund balances. 
The underlying concern was that lifting the constraints of the budget would encourage 
proposals (i.e., Social Security tax reductions or new spending measures) that could 
weaken the system’s financial condition. 

Figure 1. Social Security’s Share of Federal 
Spending and Receipts, FY 2001 




Social Security Is Now Considered to Be 
“Off Budget” 

If loosely defined, one could say that Social Security has been removed from the 
federal budget at least three times since the early 1980s, as part of: 

1. the Social Security Amendments of 1983; 

2. the Gramm-Rudman-Hollings budget act changes in 1985; and 

3. the Budget Enforcement Act of 1990. 

While the meaning of Social Security being “off budget” might seem obvious — 
that it is not to be considered as part of the federal budget — many people are 
confused by the continued use of aggregate budget figures that count the program’s 
receipts and expenditures. Official budget documents do display budget totals 
differently than they did before this legislation was enacted. While they continue to 
show aggregate or unified budget totals, they also show the financial flows of Social 
Security and the postal service separately as well as the financial operations of the 
government when these two functions are excluded. In addition, a number of 
procedural changes have been put in place affecting how Congress deliberates and 



